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The National Bank of Cambodia 
(NBC) has proved to be 
forward-thinking as well as 
adept at coming up with regu- 
lations that allow the financial 
sector in the country to keep 
up with the changing financial 
trends taking place both 
globally and regionally. 

Chairman of the Asso- 
ciation of Banks in Cambodia 
Dr In Channy says NBC’s initia- 
tives in terms of coming up 
with the right rules and regula- 
tions have helped to create a 
conducive environment for 
both financial and banking 
institutions to grow. 

“Since banking institutions 
provide financial services such 
as loans and other systems 
such as electronic means, it’s 
important to do so in a sound 
and secure environment,” In 


Thursday 


ANNIVERSARY OF NBC 


says. He adds the NBC’s role 
as a supervising financial insti- 
tution has made sure the regu- 
lations have a similar impact 
in every sector and not just a 
particular one. While areas 
such as agriculture and real 
estate possess higher risks, the 
central bank still gives equal 
importance to everything 
under its authority. 

“The regulations consider 
the whole industry and this 
allows banks to decide on their 
financial services individually,” 
says In. Sectors such as agri- 
culture have always been 
treated as a high risk category 
subject to external factors such 
as international pricing, 
disease as well as other natural 
disasters including floods. 
Hence, In says that while regu- 
lations by the central bank 
treat all sectors similarly, indi- 
vidual banks are left to decide 
based on their expertise and 


coordination with their 
customers. The chairman of 
the association is happy that 
the regulations from the 
central bank prevent commer- 
cial banks from mismatching 
their sources of funds to the 
financial services they are 
providing. 

“The prakas [directives] on 
capital buffers for instance play 
an important role in ensuring 
financial institutions in the 
country have strong solvency 
because banks are significant 
in providing financial services 
to customers from all walks of 
life,” he adds While the 
minimum solvency ratio is at 
17 percent, the prakas on 
capital buffers from the NBC 
require all banks to add 1.25 
percent on top of the minimum 
ratios every year. “Certain 
requirements such as this do 
not just play a role on risk miti- 
gation but make sure the 


financial sector continues to 
have a healthy performance,” 
In says. 


Access to finance in the 
country has seen big strides in 
recent years. The NBC’s 
commitment to reduce the 
unbanked population year 
after year has paid off as 
positive results are seen in 
rising numbers of bank 
accounts and official loans and 
deposits. “While there are 
plenty of ATMs in the country, 
not every province has easy 
access to them,” says In, refer- 
ring to the rise of mobile 
banking that allows customers 
to access their finance 
anytime. He says NBC’s 
constant encouragement to 
banks and financial institutions 
has pushed all players to not 
just be limited to what has 
been done so far but also to 


constantly open up more 
opportunities. Financial 
organisations say Cambodia’s 
economy has shown an 
average growth of 7 percent 
annual GDP. 

However the trade war 
between two superpower 
economies, China and the US, 
has instilled worry among 
governments and financial 
sectors in the region. In, 
meanwhile,agrees that 
although the trade war is a big 
international concern, in 
reality Cambodia would be 
able to benefit from it. 
“Factories in China will be able 
to move to Cambodia, espe- 
cially now we have a better 
infrastructure,” he says. 


He goes on to say that the 
central bank as a regulator is 
to bring all players under the 
rule of law in order to protect 
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all financial institutions as well 
as their customers. He high- 
lights the fact that it has been 
successful in the task so far. 

“The central bank has 
followed international and 
regional standards, allowing 
banks to continue communi- 
cating with their partners 
both globally and regionally,” 
In says. “Banks are like the 
backbone of the economy 
because both the financial 
sector and economy comple- 
ment one another. One of 
the more significant roles by 
the central bank is to grow 
the strength of the national 
currency, the riel. In says the 
riel’s growth over the years 
has continued to instill confi- 
dence in the financial sector. 
He hopes to see the riel 
continue to fulfill its role as 
the national currency and 
keep broadening in years to 
come. 
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Our heartfelt congratulations and best wishes to The National Bank of Cambodia 


4 Anniversary of NBC 


on the 40" anniversary of the re-establishment. 


From the management and staff of ABA Bank 


CONGRATULATIONS 
The Re-establishment of the 
National Bank of Cambodia 
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ADE urges NBC to take on more financial 
policies to support SMEs in the country 


Poovenraj Kanagaraj 
poovenrej.kanagaraj@khmertimeskh.com 


The National Bank of 
Cambodia (NBC) has tirelessly 
played an important role as a 
regulator in the country’s 
financial sector. It has autho- 
rised monetary policies that 
have ensured the Kingdom’s 
consistent economic growth. 

The bank’s monetary 
policy has also successfully 
aided the country in achieving 
and maintaining economic 
growth of around 7 percent. 

Asian Development Bank 
Country Director Sunniya 
Durrani Jamal points out that 
although the country’s finan- 
cial sector is still evolving , 
NBC’s has played a positive 
role as a regulator. 

“The NBC is undertaking 
measures to boost confidence 
in the riel to help local busi- 
nesses grow” says Sunniya, 
referring to the NBC’s recent 
decision to have a corporate 
bond floated in the country’s 


Anith Adilah Othman 
anith.othman@khmertimeskh.com 


One of the Kingdom’s newest 
commercial banks, Prince 
Bank Plc, commended the 
National Bank of Cambodia 
(NBC) for playing an excellent 
role as a regulator, adding 
that it helps to bring about 
stability to the local banking 
sector. 

Prince Bank, which 
started as a private microfi- 
nance institution in 2015 
before transforming into a 
fully-fledged commercial 
bank last year, said this was 
evident in the way the 
central bank has been 
providing its assistance and 
guidance to industry players. 
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local currency, 

She went on to add that 
given the interconnectedness 
of the region because of trade 
and capital flows, it’s also 
critical for central banks to link 
up with other central banks 
and to communicate clearly 
with the market in order to 
instill confidence with regards 
to interest rates and other 
monetary policy tools. 

The ADB also comple- 
ments the central bank’s role 
in pushing forward application 
of technology in the financial 
sector. Such forward-looking 
policies will help reduce the 
cost of credit particularly for 
the poor and low income 
groups,” Sunniya says. 

“Having said that, one of 
the risks that the NBC and 
other government agencies 
need to manage is the over- 
heating of land prices and the 
real estate sector. While it’s 
not a problem unique to 
Cambodia, it could have 


implications for affordable 
housing for people who want 
to come to work and live in 
cities ,” she adds. 

Sunniya believes that the 
overheating of real estate may 
not just have an impact on 
affordable housing but also on 
lending to other sectors, if 
borrowers and or developers 
are unable to repay their 
loans. 

Furthermore, Ms Sunniya 
has also encouraged the 
central bank to consider 
adopting methods such as 
supply chain finance as well 
as trade finance in order to 
meet the diverse credit needs 
that have been growing with 
the increasing number of small 
and medium enterprises 
(SMEs) in the country. 

The ADB believes that 
supply chain finance will be 
able to boost SMEs in the 
country. In instances where 
SMEs are not able to receive 
loans because of a lack of 


collateral or other forms of 
financial support from banks, 
supply chain finance is consid- 
ered to be the solution by 
taking advantage of SME 
suppliers’ higher credit ratings 
in order provide them with the 
finances they need. 

ADB Ventures, part of the 
ADB, will also be investing in 
small promising startups in the 
country. Startups often find 
themselves ina pinch when it 
comes to financial support 
because banks would require 
at least three years of balance 
sheet before they could decide 
whether to provide loans. 

Another sector that the 
ADB believes in is that more 
attention is required from the 
central bank regarding “green” 
financing. 

Climate finance, one of 
the emerging forms of green 
finance is usually available for 
projects in developing coun- 
tries that help to reduce emis- 
sions or adapt to climate 


change. In recent times, the 
NBC has continued its call on 
financial institutions in the 
country to put policies in place 
in order to promote green 
finance and friendly invest- 
ments. The central bank a 
member of the Swiss-based 
Bank for International 
Settlements (BIS) is following 
in its footsteps by expressing 
support for BIS’ open-funded 
fund for central bank invest- 
ments in green bonds. 

The NBC’s Governor Chea 
Chanto expressed his support 
by stressing that its role as a 
central bank is to contribute 
to mitigating financial risks 
triggered by the impact of 
climate change on economic, 
social and environmental 
conditions. 

“Energy efficiency initia- 
tives will require financing — 
for instance solar panels on 
roofs. There is a need for 
policy to encourage borrowing 
for these initiatives,” ADB’s 


country director says. 

In terms of the direction 
the financial sector is taking 
oninthe country, Sunniya says 
the above measures will help 
diversify sources of financing 
for business and consumers, 
which is the role of the finan- 
cial sector. She added that the 
Kingdom is an attractive desti- 
nation for foreign direct 
investments. 

“Cambodia has an up-and- 
coming technical savvy and 
young population who will 
help to attract more diverse 
businesses,” Sunniya says. 

She also points out that 
the country is also home to 
prominent international insur- 
ance firms and this is a good 
sign because the companies 
are seeing business opportuni- 
ties in the country. 

Sunniya is optimistic that 
with the current financial 
policies in place, the central 
bank will continue to lead the 
way in the future. 4 


ce Bank: NBC's regulatory 


positive for banking sector 


“Banks and other finan- 
cial institutions need to 
operate within governance 
that reflects the necessary 
policies that ensure the 
stability of the industry and 
sustain public confidence. 
Thanks to the NBC’s role and 
leadership, the banking 
industry has grown and is in 
a strong position, as we can 
see today. As a new entrant 
in the commercial banking 
space, we greatly appreciate 
the NBC’s continued support 
and guidance to help steer 
us in the right direction so 
that we are able to create an 
institutional foundation that 
will allow us to sustainably 
operate,” it said in a written 
reply to the Khmer Times. 


With the help of the NBC, 
Prince Bank was granted a 
B46 license in July 2018. Just 
a year later, the bank now 
has 22 locations throughout 
Cambodia in a majority of 
provinces from Phnom Penh 
to Battambang and is looking 
to expand even further to 
pursue its goals. 

The main aspiration, 
according to Prince Bank, is 
to be the best bank in terms 
of digital innovations and the 
greatest bank in terms of 
customer experience. 

This focus on the 
customer means it needs to 
concentrate on expanding its 
physical distribution network 
nationwide, as well as taking 
advantage of digital and 


Banks and other finan- 

cial institutions need to 
operate within governance 
that reflects the necessary 
policies that ensure the 
stability of the industry and 
sustain public confidence. 


other banking options. 
“We believe that our 
emphasis on technology and 
human resource develop- 
ment will help distinguish us 
from a crowded field. We 
collaborate with reputable 
partners and build a diverse 


team that is familiar with our 
customer segments. With 
this knowledge, we can 
develop a banking ecosystem 
that allows our customers to 
manage every aspect of their 
daily lives.” 

The bank is currently 


investing in technological 
solutions in an attempt to 
reach an ever-increasing 
market pool of customers 
that prefer digital offerings. 
As Phnom Penh and 
Cambodia, as a whole, 
proceed deeper into the 
digital age, more and more 
customers will select banking 
institutions based on their 
digital services over word of 
mouth or long-time trust. 

Prince Bank currently has 
capital of $250 million, which 
significantly exceeds the 
official requirement. 
According to the bank: “This 
reflects on the bank’s commit- 
ment to invest in long-term 
growth within the Cambodian 
banking sector.” 4 
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Supplement 


Since you were first 
appointed to be the 
governor, what were the main 
challenges that you faced? 


La) 


H.E. | was appointed by the 
government as the governor of 
the National Bank of Cambodia 
in 1998, moving from being a 
minister of Planning. At the time, 
the banking sector faced some 
major problems: 

*Cambodian economy was 
experiencing the effects of the 
Asian financial crisis (1997- 
1998) where the NBC had to 
put significant amount of 
efforts in contributing to 
macroeconomic stability and 
supporting growth in this chal- 
lenging situation which had left 
some countries in the region 
in crisis and instability. 

*The banking sector had 
yet to have a sufficient legal 
framework as the Law on the 
Organization and Conduct of 
the NBC was just enacted in 
1996 and the Law on Foreign 
Exchange in 1997. In 1999, the 
government passed the Law on 
Banking and _ Financial 
Institutions, which is the basis 
for regulating the banking 
sector. With this legal frame- 
work, the banking sector has 
been reformed to begin restruc- 
turing and strengthen the 
capital of banking and financial 
institutions in line with interna- 
tional standards. 

*The economy has faced 
dollarization that limit the 
effectiveness of monetary 
policy. Currency in circulation 
remained low and confidence 
in the riel was still weak and 
exchange rate depreciated 
gradually. 

*Cambodia’s economy 
was heavily dependent on 
cash-based economy while 
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payment system was 

still underdevel- 
oped. Payments in 
the economy 
were not instan- 
taneous and there 
was no regional 
integration. 

*The level of 
NBC’s international 
reserves was low at 
around US S$ 390 
million in 1998. 


Up until now, how 

have those chal- 

lenges been tackled 

from the time you were 

appointed as a 
governor? 


H.E. Up until now, 
the banking sector has 
been developing rapidly 

and actively contributing 
to the economic growth and 
poverty reduction. In the past 
two decades, riel stability has 
been maintained at around 
4,035 riel per US dollar on 
average which has contributed 
to price stability with a low infla- 
tion rate maintained at around 
3.5% and maintaining great 
macroeconomic stability. The 
trust on riel has been strength- 
ened gradually through the 
implementation of supporting 
measures by the government 
and the National Bank of 
Cambodia in which the amount 
of rielin circulation has increased 
by 16% on average. However, 
the high level of dollarization 
demands the participation of all 
relevant stakeholders to 
promote the use of riel more 
effectively. The National Bank 
of Cambodia has also developed 
monetary policy tools based on 
the market mechanism such as 
Negotiable Certificate of 
Deposits (NCDs) and Liquidity 
Providing-Collateralized 
Operation (LPCO) while the 
interbank, monetary and foreign 
exchange markets are being 
developed. 

In the past two decades, 
assets in the banking sector 
notably increased 109 times from 
around 1.7 trillion riel to 189 
trillion riel. Credit in the banking 
sector distributed to all economic 
sectors increased 178 times from 
around 0.7 trillion riel to 118 
trillion riel. The main sources of 
financing are from domestic 
deposits which increased 141 
times from 0.7 trillion riel to 100 
trillion riel. The number of credit 
and deposit accounts increased 
to 3 million and 6.8 million 
accounts, respectively, which 
illustrates the investors’ and 
public’s confidence on banking 


the Nation's Future 


October 10, 2019 marks the 40th anniversary of Cambodia’s central bank, the National Bank of Cambodia 
(NBO. Here, we provide a thorough question and answer session with His Excellency Chea Chanto, the 


Governor of NBC, ahead of this prestigious anniversary. 


system in Cambodia. 
Nowadays, approximately 
59% of adults in cambodia have 
access to formal financial 
services (17% from banks and 
42% from other financial institu- 
tions) which demonstrates an 
improvement in the access to 
formal financial services in 
Cambodia in the past few years. 
Cambodia has been striving to 
promote financial inclusion by 
i/-developing microfinance 
sector across the country in line 
with the market demand espe- 
cially in the rural areas ii/- 
promoting financial literacy 
through all channels and iii/- 
setting an appropriate level of 
interest rate to decrease the cost 
of using financial services. 
New financial infrastruc- 
tures in the payment system are 
being developed such as: 
National Clearing System, FAST 
payment, Cambodian Shared 
Switch, Online Banking System, 
Real Time Gross Settlement and 
Bakong project. Nowadays, 
around 4 million people are 
using payment services in both 
local and international settle- 
ments, in line with the economic 
development and technological 
innovation which also help to 
promote financial inclusion. 


What is your vision and 

target/goal for the NBC 
as the central bank is cele- 
brating 40 years of its re-estab- 
lishment? 


H.E. The NBC has under- 
gone many development stages 
successfully with the support of 
the Royal Government and in 
the context that Cambodia has 
maintained peace and political 
stability under the wise and long- 
term vision of Samdech Techo 
Prime Minister. For the future, 
as a monetary and supervisory 
authority, the NBC will continue 
to fulfill our primary missions in 
conducting monetary policy and 
developing the banking system 
aimed at maintaining exchange 
rate, price, macroeconomic and 
financial stability to support 
sustainable and inclusive 
economic growth. In this regard, 
the NBC will continue to focus 
on developing an efficient 
banking system by fostering 
competition and enhancing 
customer protection as well as 
promoting financial inclusion 
and financial literacy to the 
public. Aiming at promoting 
financial literacy, the NBC has 
established the Economic and 
Monetary Museum Preah 
Sri-ISAnavarman to help our 
youth better understand the 
history and importance of the 


country’s economic and 
monetary development. 

In line with financial tech- 
nology advancement and 
economic development, 
modernizing the payment 
system for both the retail and 
the large payment settlements 
is also an important priority for 
further development to provide 
safe and effective methods for 
facilitating payments in trade 
activities, accelerating cash flows 
in the economy, strengthening 
financial stability and reducing 
transaction costs of settlements 
and transfers. To improve the 
effectiveness of monetary policy, 
the NBC will continue to promote 
the use of Riel based on market 
mechanisms and promote the 
development of a more active 
and efficient interbank market. 
In addition, the NBC will contin- 
uously develop human capital 
development in accordance with 
the rapid economic and financial 
sector development as well as 
regional and global integration. 


Do you support the idea 

of freezing commercial 
banks’ licences, especially 
standalone banks, and 
promoting rationalization and 
merging banks to cut down the 
number of banks that now 
exceed the people’s needs? 


H.E. Licensing of banking 
and financial institutions is 
conducted on the basis of qual- 
ifications and in-depth analysis, 
especially on the reputation, 
experience, and capital of the 
applicant institutions. As the 
banking sector has progressed 
so fast and become intercon- 
nected, licensing therefore has 
been conducted strictly to 
ensure the robustness of the 
banking sector. After all, the 
presence of big banks in 
Cambodia is an expression of 
confidence and an opportunity 
for business expansion in the 
banking sector. The NBC, as well 
as the Royal Government of 
Cambodia, always encourages 
foreign direct investment, espe- 
cially to attract large investors, 
both locally and globally. So far, 
Cambodia’s banking sector has 
received direct investment from 
major banks in Europe and Asia. 
At the same time, the NBC super- 
vises, monitors, and evaluates 
the business activities and risks 
regularly to ensure that the 
banking and the financial institu- 
tions strictly comply with the 
laws, regulations, and prakas of 
the National Bank of Cambodia. 


@ Is the presence of com- 
mercial banks in the rural 
area effective? And is this a 


policy that the governor will 
review so that the bank can 
reach anywhere in the country 
and improve financial educa- 
tion? 


H.E. The National Bank of 
Cambodia encourages banking 
and financial institutions to 
provide financial services 
throughout the country to serve 
the needs of the people who can 
afford financial services. 
Generally, financial institutions 
that provide banking services 
have different business models. 
Most banks focus on large loans 
located in Phnom Penh and 
major cities, while MFIs focus on 
rural operations. So far, micro- 
finance deposit has been 
providing a good range of small 
loan and deposit services which 
has contributed significantly to 
the country’s financial inclusion 
in the rural areas. 


The central bank must not 

only adapt to changing 
conditions, but also prepare for 
the upcoming changes, as well 
as its approaches to implement 
the monetary policy and finan- 
cial stability. What is your point 
of view on this matter? 


H.E. The current economy 
is complicated and uncertain. In 
this situation, the National Bank 
of Cambodia has put in place the 
macro-prudential and micro- 
prudential measures to maintain 
financial stability and in partic- 
ular, enhancing the role of 
banking sector in strengthening 
resilience, stability and economic 
development. 

The NBC has strengthened 
its supervision by using risk- 
based supervision and forward- 
looking approaches and other 
regulations in accordance with 
international standards. Credit 
information sharing system will 
be strengthened and expanded 
which currently includes infor- 
mation on individuals and 
companies. We have also 
prepared a report on the finan- 
cial stability to analyze the 
stability of the financial sector 
and assess the main challenges 
and risks in the financial sector. 
On the other hand, NBC has 
promoted the effective 
monetary policy through the use 
of riel, the development of 
monetary policy instruments 
based on market mechanisms 
and interbank and exchange 
market development. 


If our economy were to 

fall into recession or there 

is an instability of Khmer Riel, 

what plan would the NBC adopt 
to stimulate the economy? 


H.E. The National Bank of 
Cambodia has a high level of 
international reserves which are 
sufficient for conducting this 
intervention effectively. In these 
past few years, the National 
Bank of Cambodia has been 
maintaining riel stability success- 
fully and will continue imple- 
menting policies that promote 
the use of riel in order to further 
encourage the public as well as 
all companies and enterprises 
to use riel more comprehen- 
sively. 


What is your view on the 

role of the NBC in facing 
the challenges of developing the 
interbank market while main- 
taining financial stability? 

H.E. The interbank market 
has played a crucial role in 
providing short-term liquidity to 
microfinance institutions. This 
interbank market allows them 
to borrow from and lend to each 
other. For this reason, the 
National Bank of Cambodia has 
been developing the interbank 
market since the enacting of Law 
on Negotiable Instruments and 
Payment Transactions in 2005 
and adopted other regulation 
and instruments such as the 
Negotiable Certificate of 
Deposits (NCDs) and Liquidity 
Providing-Collateralized 
Operation (LPCO). Currently, 
although the interbank market 
has not developed strong 
enough, the operation within 
the microfinance institutions has 
started. The interbank market 
development will contribute 
more to enhancing financial 
stability in Cambodia. 


The NBC, as a regulator, 

needs a specific reorien- 
tation by moving from a focus 
on law enforcement and regula- 
tion to protection and with the 
public policy shifting its focus 
from institutions into market 
and services. Could you please 
comment on this? 


H.E. Of course, with the 
rapid growth of banking and 
financial services, we also need 
to pay attention to the potential 
risks. Therefore, in addition to 
introducing macro-prudential 
and micro-prudential policies to 
banks and financial institutions, 
we also regularly monitor finan- 
cial products and services in the 
market, as well as introduce 
financial literacy programmes to 
the public to make them less 
vulnerable to potential risks 
arising from the use of financial 
services. 4 
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“On behalf of the Association 
of Banks in Cambodia | would like 
to express our congratulations to 
the National Bank of Cambodia, 
led by His Excellency Chea Chanto, 
on the 40th anniversary of the 
Bank’s founding. 


We are grateful to His 
Excellency and his team for the 
guidance and support we receive 
from the Bank as we work together 
to build a financial services sector 
that underpins Cambodia’s emer- 
gence as one of the fastest growing 
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economies in ASEAN and indeed 
the world. 

There is a lot of work still to be 
done, especially in terms of finan- 
cial inclusion, financial literacy and 
greater adoption of the riel. 

However, we are confident that 


the relationship between the 
banks that our Association repre- 
sents and the National Bank is 
strong and fit for purpose in 
creating a financial system in 
Cambodia that is sustainable, 
secure and inclusive.” 
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MAKING RI E L THE GURRENCY 
OF EVERY 


Wing wishes its heartiest congratulations to the National Bank of Cambodia on its 40th anniversary! 


Since 2008, under the guidance of NBC, Wing has relentlessly worked towards promoting financial 
inclusion, aligning its vision for growth with that of Cambodia's vision for development as a nation. 
We have consistently aimed at bringing every Cambodian closer to the latest technology, and will 
continue our endeavour in this direction to assist realisation of a digital economy, which Cambodia 
aims to achieve by 2023. 


Riel is the preferred currency of the unbanked and underbanked across provinces. Wing has always 
stood in support of the disadvantaged and by ensuring that every Cambodian has the option to 
operate a Wing account using Riel (as well as USD), the bank is aiding inclusion of the unbanked and 
underbanked in the digital payment revolution that is sweeping Cambodia. 


Here, together with our partners, Wing aims to grow and strengthen the Riel currency, making it the 
currency of every Cambodian. 
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40™ ANNIVERSARY OF NBC 


“On behalf of the ASEAN Bankers 
Association, | would like to extend my heartiest 
congratulations to His Excellency Chea Chanto 
and his team at the National Bank of Cambodia 
(NBC) on the occasion of the bank’s 40th anni- 
versary. 

Cambodia’s remarkable economic growth 
in the last decade has been much admired 
across ASEAN and we would like to compliment 
the NBC’s role in steering this growth through 
its wide-ranging sound policies as well as its 
open and transparent regulation of the coun- 
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CONGRATULATION MESSAGE FROM 
ASEAN BANKERS ASSOCIATION FOR 
THE 40™ ANNINVERSARY OF THE 


NATIONAL BANK OF CAMBODIA 


try’s emerging financial services sector. 

lam especially pleased along with many 
other members of the ASEAN Bankers 
Association, who will have a chance to congrat- 
ulate His Excellency in person during the 22nd 
ASEAN Banking Conference and 49th ASEAN 
Banking Council Meeting that will take place 
at the end of November in Phnom Penh. 

We are very much looking forward to 
witnessing first hand Cambodia’s growth and 
Phnom Penh’s emergence as one of the most 
dynamic capitals across our great region.” 4 
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Congratulationsion 


Years of 
Regulatory Achievement 


ose ee 


= occasion of the 40 anniversary of the reestablishment 
= of their regulatory excellence in Cambodia. 


We would like to express our sincere gratitude for 
their outstanding efforts and we are proud to support all of the work 
the National Bank of Cambodia contributes towards the 
_ sustainable development of our country. 


40" Anniversary of NBC 7 
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KOREA FEDERATION OF BANKS 


Our sincere congratulations to the National 


Bank of Cambodia on its 40" anniversary of 
reestablishment. We wish continuous success 
in the years ahead. 


? Ow 


Mr. Kim Tae Young 
Chairman 
Korea Federation of Banks 
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PS Jeonbuk Bank 


JB Bank, South Korea, would like to extend our congratulations to 
the National Bank of Cambodia on the 40" anniversary of its 
re-establishment. Your achievements and improvements to the 
banking sector have greatly contributed to the economic 
development of the nation. 


Mr. Yim Yong Taick 
JB Bank President & CEO 
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NATIONAL BANK OF CAMBODIA 
Riel. Stability. Development. 
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Foreign Trade Bank of Cambodia 


The Board of Directors, Management, and Staff of Foreign Trade Bank of Cambodia would like to extend our warmest 
congratulation to The National Bank of Cambodia on the historic occasion of its 40% Anniversary of the Re-establishment. 


We would like to express our sincerest gratitude to the National Bank of Cambodia for all valuable support and contribution to 
the successful development of Cambodian Banking Sector, and more importantly to FTB over the last 40-year journey. 


@ +855 (0) 23 862 111 (©) WWW.ftbbank.com oe WWW.facebook.com/ftbcambodia 
No. 33 C-D Tcheco Blvd. (169), Sangkat Veal Vong, Khan 7 Makara, Phnom Penh 
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To mark the 40" anniver- 
sary of the re-establish- 
ment of the National Bank 
of Cambodia, the Khmer 
Times talks to Director 
General of Central Banking 
Her Excellency Chea Serey, 
about the journey of the 
central bank after its 
re-establishment 
following the revival of 
Cambodia from its darkest 
past. 

In this exclusive inter- 
view, she highlights the 
challenges faced by the 
National Bank of Cambodia 
and efforts to overcome 
them. 


Can you briefly 
describe the 
journey of the National 
Bank of Cambodia over 
the past 40 years? And 
was it asmooth journey? 


H.E. Serey: Cambodia 
reopened its central bank 
as the People’s National 
Bank of Kampuchea on 
October 10, 1979. Back 
then, it was a point in 
history that had already 
witnessed the depletion 
of the country’s entire 
financial system. 
Cambodian people who 
survived the Pol Pot 
regime were still using a 
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barter system. Obviously, 
to re-launch the National 
Bank from zero was a very 
challenging task. We 
lacked human resources 
because most of our 
scholars were killed during 
the Khmer Rouge regime. 
We needed to recruit 
people who were quali- 
fied, but many still did not 
dare to show their certifi- 
cates because they were 
worried about what would 
happen to them. 

Second, the central 
bank’s original building, 
known as the “Red Bank”, 
was destroyed by 
bombing, so initially we 
did not have formal 
premises. We received 
technical support from 
Vietnam and the former 
Soviet Union. 

Six months later, on 
March 20, 1980, we issued 
the first riel banknotes, 
while people also used rice 
as their currency. When 
banknotes entered the 
economy, they found it 
very hard to measure 
them in terms of units. It 
took quite a while for our 
people to get used to the 
new system. But, still, 
people did not trust the 
system because they had 
been through a bitter part 


of history. After 1975, 
when the Khmer Rouge 
came into power, the 
value of all the money 
they had in their bank 
accounts or pockets was 
suddenly gone and they 
still used gold as their 
basic currency. 

By 1989, 
t h oe 
People’s 
National 
Bank of 


Kampuchea 
was func- 
tioning as 
both a central 
bank and a 
commercial bank, 
publishing and lending 
banknotes at the same 
time. It was an ineffective 
system, but at that time, 
there was no commercial 
bank in Cambodia at all. 
However, in 1992, if | am 
not mistaken, we sepa- 
rated Foreign Trade Bank 
of Cambodia (FTB) as an 
autonomous subsidiary of 
the National Bank, to 
provide loans to people. 
Also in that year, we 
witnessed the arrival of 
the Cambodian Comm- 
ercial Bank (CCB), a subsid- 
iary of Thailand’s Siam 
Commercial Bank (SCB), 
the first private bank in 
Cambodia, followed by the 
Cambodian Public Bank. 
Both were joint ventures 
with the central bank that 
began to gradually priva- 
tise until all three were 
completely private, as 
they are today. 


When did Cambo- 

dia’s banking 
sector experience its first 
boost? 


H.E. Serey: Even after 
the general election in 
1993, the banking sector 
in Cambodia was still char- 
acterised by ambiguity. 
Yet, as | noticed, it got its 
first real impetus after the 
1998 election, when 
Cambodia achieved full 
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NBC’S QUEST TO RESTORE 
KINGDOM'S BANKING SECTOR 


peace and both investors 
and ordinary folk began to 
trust our banking system. 
In the meantime, the 
National Bank introduced 
reforms to the sector, 
including the adoption of 
the law on banking and 
financial institutions in 
1999, and set up minimum 
financial capital for all 
banks and financial institu- 
tions to ensure their 
stability. In 2000, we closed 
17 banks, which upset 
many people who did not 
receive their deposits back. 
But, without that essential 
action, the reform would 
not have been possible. 
We needed to move 
forward. Then, between 
2002 and 2003, our 
banking sector experi- 
enced its biggest boost to 
date. 


How many finan- 

cial institutions 
are there in Cambodia 
today? And, briefly, how 
do you describe Cambo- 
dian people’s attitudes 
towards them? 


H.E. Serey: Today, we 
have more than 100 banks 
and other financial institu- 
tions. More people than 
ever keep their money in 
the bank, instead of 
keeping it in gold orinland 
- and they have many 
banks to choose from. This 
is very important because 
banking allows for finan- 
cial intermediation. In one 
economy, there are those 
who need money and 
those who have dispos- 
able money. Without the 
intermediation, the 
economy will not move 
forward. 


What has the NBC 

been doing to 
regain trust, bearing in 
mind financial tragedies 
in the past, such as the 
demonetisation of 
currency by the Khmer 
Rouge? 


H.E. Serey: The 


National Bank of Cambodia 
has always made great 
efforts to help the local 
banking system regain the 
people’s trust. All banks 
and other financial institu- 
tions in Cambodia are 
under the supervision and 
regulation of the central 
bank, in addition to laws 
made by the government. 
Meanwhile, we keep 
improving transparency in 
the country’s banking 
sector. For example, 
banking institutions are 
the only institutions that 
are required to publicise 
their annual financial 
reports, which implies that 
everyone, especially 
private companies, has 
access to observe how 
each bank has been doing. 
Each annual report must 
include an annual audit, 
conducted by a separate, 
independent auditing 
company. In addition, the 
NBC has also published its 
supervision annual reports 
since 2004, which details 
the statuses of all banks 
operating in Cambodia, 
including the size of 
capital, credits, deposits 
and so on. In return for 
their trust, people need to 
know what the banks are 
doing with their money. 


How has the 

National Bank of 
Cambodia been contrib- 
uting to people’s educa- 
tion regarding financial 
literacy? 


H.E. Serey: We have 
mechanisms to educate 
people about saving 
and borrowing. We are 
explaining to people how 
important keeping their 
money in banks is to the 
country’s economy and to 
maintaining their money’s 
security. We are also 
teaching people how to 
invest the money they 
borrow from the bank 
constructively. The NBC 
has launched a number of 
campaigns for such 
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purposes (such as Let’s 
Talk about Money!) anda 
cooperation with the 
Ministry of Education 
Youth and Sport to include 
financial literacy in the 
school curriculums from 
grade 1 to 12. We have 
also cooperated with the 
Ministry of Women’s 
Affairs because women 
play an important role in 
families and the national 
economy, so we need to 
provide them with more 
knowledge and informa- 
tion on finance and 
economics. 

Officials from the 
NBC, in the meantime, 
have been going to rural 
areas all over the country 
to hold workshops and 
training sessions on finan- 
cial literacy. These are 
attended by residents, 
local authorities and 
representatives from 
NGOs and financial insti- 
tutions. We want them to 
speak about their chal- 
lenges so that we can help 
them and protect them 
from taking out illegal 
loans or investing in 
pyramid schemes [in 
which high interest is paid 
from new investors to the 
original ones until no 
more investors can be 
found and only those at 
the top of the pyramid 
benefit while the scheme 
collapses, leaving those 
at the bottom with 
nothing]. 


Do you have any 
message for our 
readers? 


H.E. Serey: A coun- 
try’s economy is meta- 
phorically a human body. 
Different sectors are 
different organs that 
support that body. The 
banking sector is the 
heart that pumps blood 
to all other organs. The 
National Bank of 
Cambodia, meanwhile, is 
a cardiologist who keeps 
the heart healthy. 4 
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IZING THE CAMBODIA 
ECONOMY 


CA M B O D | A We take pride in promoting the use of the Khmer 


Riel, aiming at strengthening national identity and 
monetary sovereignty to further enhance social 
and economic development. We embed a “KHR 
Inspired” strategic theme as part of our core 
strategy to grow sustainably in Cambodia, 
contributing to the nation in building a sustainable 
future for generations to come. 


#LuyYerngLuyRielCampaign #SavelnKhmerRiel ’ 
#SaveWithPride #OurRielOurPride i 


Staying true to our mission, we are focused on creating sustainable 
value for the communities we serve, with easy access to financing at 
fair terms and pricing, advising customers based on their needs, as 
well as being at the heart of the communities through various 
empowerment programs which contribute to the general economy, 
financial market and social environment of Cambodia. This has been 
made possible with the ability to operate and thrive under a positive 
and encouraging operating environment that is supported with 
exemplary regulatory strength, foresight, resilience and good 
governance in an ever expanding business horizon. 


SUPPORTING AND GROWING THE SMEs -------------=! 


At Maybank, we understand that the small and medium enterprise (SME) sector is 
the backbone of the economy, propping up larger industries with sustainable and 
steady supply. Helping local businesses focus on building strong fundamentals to 
ensure sustainable growth by providing financing to eligible SME Customers is our 
long-term forward thinking to contribute to nation building. 


#MaybankBusinessBanking #MaybankRSME #MaybankSME 


ACCESS TO BANKING PRODUCTS AND SERVICES 


We inspire ambition by helping our customers reach greater heights in their 
personal and business endeavors by leveraging on our products and services. 
In 2012, the launch of Maybank Tower signifies the pinnacle of success, a 
beacon of hope and excellence, as Well as symbolize the forging of the new 
development of Maybank in Cambodia, spurring the next stage of growth and 
long term commitment to support the development of the Cambodia 


INSPIRING ASEAN 


With access to over 2,600 br 
more than 900 corresponder 
financial services accessiblet 
our investors to the right grov 
economy. our clients who seek to grow 


#BranchNetwork21 #ATMNetwork49 #MaybankTradeSolutions #Mayban 
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DRIVING INNOVATIONS AND 
GROWTH 


We aspire to meet the ever-evolving needs of customers by 
continually transforming ourselves through digital 
innovations to serve in a fast, simple and secure manner. 
Our commitment is anchored on preserving robust 
customer relationships by cultivating trust, relevance and 
convenience through our offerings, whilst contributing to 
the growth of the banking system in Cambodia. 


#MobileBankingM2U #InternetBankingM2U 
#RegionalCashManagementM2E 
#MaybankVisaDebitPersonalizedPictureCard 
#MaybankContactlessCard #MaybankContactlessPOSterminal 
#CashlessPaymentSolutions #Maybank@FAST #Maybank@Bakong 


CREATING SUSTAINABLE VALUE FOR 
THE COMMUNITIES 


We inspire dreams by empowering our communities through 
targeted programs that focus on developing sustainable 
livelihood skills. We treat sustainability as an organic part of our 
core business. Our corporate responsibility programs 
consistently empower the most vulnerable group of people 
ineliidingyswomen and children covering various aspects 
including education, community empowerment, arts and 
culture, environmental diversity, healthy living and disaster 
relief, with special focus on promoting financial literacy and 


anches and offices in 18 countries and financial inclusion. 


it banks worldwidesiaialasaame'° make aoe e Pig- #MaybankWomenEco-Weavers #MaybankChildSponsorship 

9 all in ASEAN and beyond, connecting ‘Teer bs Vi #MaybankCashVilleKidzFinancialLiteracy #MaybankRestoreTheGiftOfSight 
nth opportunities, and partnering with ; 

their businesses regionally. 


kRegionalRemittance #MaybankFXSolutions 
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CAMBODIA ASIA BANK 
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CONGRATULATIONS ute 


The Board of Management and Staff of Cambodia Asia Bank would like to extend our 
warmest wishes to The National Bank of Cambodia on the occasion of its 40" 
Anniversary and we would like to express our sincerest gratitude to the National 
Bank of Cambodia for all the support which has made so much to our achievements. 


@) www.cab.com.kh f Cambodia Asia Bank LOY (855)23 980 000 
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The adaptation of financial 
technology (fintech) in 
Cambodia’s banking system 
is still been in the early 
stages of development 
compared with neigh- 
bouring countries. 

However, the Cambodia 
central bank is now looking 
to fintech to facilitate the 
payment within the local 
market and to boost a 
cashless payment society as 
well as promoting the local 
currency, the riel. 

In the past few years 
fintech has caught the 
world’s attention by offering 
wide options on payments, 
which are optional methods 
to traditional means of 
payment such as cash. 

Fintech has provided a 
lot of advantages by 
promoting payment services 
to be more effective, 
through lower costs, acting 
more speedily and creating 
higher integration, as well 
as helping to deepen finan- 
cial inclusion and supporting 
economic growth. 

Fintech is also making 
financial services and 
products more accessible, 
more affordable and more 
efficient and cheaper for 
individual users, said Chea 
Serey, director-general of 
the National Bank of 
Cambodia (NBC), at the 
Building Global Fintech 
Connections: Singapore with 
Cambodia event, onJuly 29. 

‘In this sense, the 
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National Bank of Cambodia 
has been keeping an open- 
minded and pragmatic 
policy when it comes to 
innovative ideas and tech- 
nology that can help us to 
achieve a financial inclusion 
agenda,” she adds. 


Favourable conditions 


The NBC has provided 
favourable conditions for 
such technology to be 
offered inthe banking sector 
such as the use of mobile 
payments, QR codes and 
e-wallet accounts in 
domestic and cross-border 
payments and transfers. 

Head of Consumer 
Banking of CIMB Bank Plc 
Heng Thida said that the 
adaptation of fintech will 
provide customers with a 
convenient way for 
payments and cash transac- 
tions in real time, anytime 
and anywhere. 

“They [customers] will 
not need to come to the 
bank and they can transfer 
money and request cheques 
or use other bank services 
via the online platform,” 
Thida says. 

Thida adds that CIM only 
now has internet banking, 
but the bank will add more 
online services in the future 
to help its corporate, business 
and retail customers. 

“For us the adaptation 
of the financial technology, 
customers will reduce the 
cost of visiting the bank, 
while it will also help the 
bank to reduce the cost of 


having more locations, 
branches and staff because 
the customers serve them- 
selves on the online 
platform,” Thida adds. 
ABA Bank, a leading 
commercial bank in the 
Kingdom and a member of 
the National Bank of Canada 
group, is focusing on its offer 
of fintech services, believing 
that the technology 
promotes inclusion, particu- 
larly for the unbanked. 


Constantly developing 


“We are constantly 
developing our ABA mobile 
app and launching new 
features with a focus on our 
clients,” says Lach Vannak, 
public relations supervisor 
at ABA bank. 

“The app helps 
customers interact with the 
bank more fast and safely,” 
he says, adding that some 
of the most common 
features include access to 
account statements, bill 
payments, fund transfers, 
cardless ATM withdrawals 
and push notifications on 
every transaction. 

“Recently, we have also 
introduced fixed deposit and 
savings accounts, virtual 
cards and QR code 
payments,” he says. 

Fintech can also play a 
critical role in financial 
education, which is particu- 
larly important given the 
country’s current stage of 
development, Vannak adds. 

The Global Findex 
Database 2017 reports that 


to ensure people benefit 
from digital financial services 
requires a well-developed 
payments system, good 
physical infrastructure, 
appropriate regulations and 
vigorous consumer protec- 
tion safeguards. 

By moving routine cash 
payments into accounts, 
governments and busi- 
nesses could help dramati- 
cally reduce the number of 
adults without bank 
accounts.Gover-nments 
make several types of 
payments to people: paying 
wages to public sector 
workers, distributing public 
sector pensions and 
providing government trans- 
fers to those needing social 
benefits, according to the 
report from Global Findex, 
the world’s most compre- 
hensive set of data on how 
people make payments, 
save money, borrow and 
manage risk. 


Digitising payments 


“Digitising these 
payments could reduce the 
number of unbanked adults 
by up to 100 million globally. 
Many of these adults have 
the basic technology needed 
to receive these payments 
in digital form,” it notes. 

NBC’s Serey, however, 
says that fintech offers 
countless benefits, but it also 
brings more risks that may 
affect the stability of the 
whole system, mainly cyber- 
security. 

“While 


we are 
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establishing a conducive 
environment for fostering 
fintech, we, asthe regulator, 
have to enhance both its 
regulatory and its institu- 
tional capacity to cope with 
fast-changing technology 
and ensure ... the system is 
protected,” she adds. 

In early July, to comple- 
ment the private sector 
regarding payments and 
remittances, the NBC 
launched the pilot Bakong 
project, a mobile payment 
application using blockchain 
technology that will bring all 
payment services providers 
and banks onto the same 
platform, allowing the user 
to experience smooth and 
affordable services. 

The Bakong project is the 
backbone of the payment 
system in Cambodia that 
connects banks and payment 
service providers. By using 
the Bakong application 
installed on a smart phone, 
customers of financial institu- 
tions can make real-time 
fund transfers across banks 
and platforms. 

Itallows users to transfer 
funds in riel and US dollars 
to one another across the 
platform in Cambodia. It is 
said to be safe, easy, fast and 
free of charge. 


Peer-to-peer transfers 


“The Bakong system is 
a peer-to-peer fund transfer 
service available to the retail 
customers of nine partici- 
pating banks in Cambodia. 
Currently, there are nine 


financial institutions that 
have joined the system. 
They are Acleda Bank, 
Foreign Trade Bank (FTB), 
Wing (Cambodia) Ltd, 
Specialised Bank, Vattanac 
Bank Plc, BIDC Bank, 
Cambodia Post Bank, 
Cambodia Public Bank and 
Speed Pay” says NBC. 

Speaking at the Money 
Asia 20/20 in September, 
Serey said the bank was 
seeking to overcome 
problems regarding 
different banks’ different 
systems. She expects to 
launch it in the third quarter 
of the year 

For Cambodia, elec- 
tronic payment transactions 
have also increased dramat- 
ically as a result of rapid 
technology evolution. A total 
of 25 banking and financial 
institutions have been 
providing internet banking 
services and 20 banking and 
financial institutions have 
been providing mobile 
banking services, according 
to the NBC’s annual supervi- 
sion report 2018. 

The total size of the 
transactions conducted 
through internet banking is 
more than 1.03 million and 
accounted for 20.2 trillion 
riel, while the total mobile 
banking services transactions 
are 14.07 million, accounting 
for 27.7 trillion riel. 

By the end of 2018, 14 
payment service institutions 
and five banks were granted 
licences by the NBC to 
operate payment services, 
including money transfers 


Thursday 


in and out, bill payments, 
retail payments, online 
payments and cross-border 
money transfers. 


Serey, however, added 
that the growth of payment 
service institutions has 
promoted competition and 
expanded access to formal 
financial services across the 
country. As a result, 
payment fees and, in partic- 
ular remittance fees, have 
decreased remarkably, 
which is very beneficial for 
Cambodians, especially for 
those who live in rural 


igijen 
200,000° 


ANYWIG 110 


areas. 

Acleda Bank, one of the 
members of Bakong, has 
integrated its system to 
synchronise with NBC’s 
system to make them able 
to talk to each other. 

The bank’s President, In 
Channy, says fintech is very 
crucial for all stakeholders. 
He adds fintech could elim- 
inate the need to travel long 
distances to a financial insti- 
tution. And by lowering the 
cost of providing financial 
services, digital technology 
might increase their afford- 
ability. “They can use the 
mobile application to pay 
for all their utilities, other 
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bills, school fees, phone 
top-ups and business trans- 
actions,” he adds. 

“Financial institutions, 
particularly fintech, play a 
crucial role in contributing 
to economic development 
and enable the people to 
access financial institution 
services and they also indi- 
rectly contribute to poverty 
reduction.” In says Bakong, 
for example, will lead to a 
cashless society. 

Fintech, is a nascent 
industry in the Kingdom, 
with the government, 
through the NBC, working 
to upgrade the regulation 
that governs the financial 
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sector and striving to 
reduce the risks of using 
digital wallets. The develop- 
ment of fintech, including 
smartphones, internet and 
blockchain technologies as 
well as data analysis, has 
boosted the Kingdom’s 
financial sector. 


Ouk Sarat, director of 
the payments system 
department at the National 
Bank of Cambodia, says 
fintech in the Kingdom is 
continuing to grow, partic- 
ulary when it comes to 
payment systems and tools 
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for cross-border money 
transfers and loan disburse- 
ments. 

“These technologies 
have increased efficiency, 
safety and transparency, 
while reducing costs and 
enhancing access to finan- 
cial services for many. They 
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have revolutionised the 
sector,” said Sarat at a 
financial technology forum 
held in Phnom Penh. 

However, pressure 
remains on traditional 
banks to monetise financial 
technology and compete 
with rivals. 
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NongHyup Finance (Cambodia) Plc (‘NongHyup 
Finance’, the ‘Company’ or the ‘Institution’) is a 
subsidiary of NongHyup Bank in Republic of Korea. 
NongHyup Bank is a pure local capital bank 
established in 1961 with 100% domestic capital and 
a specialized bank that manages the central and 
regional government’s deposit safe with the biggest 
nationwide branch network. It is well known for not 
only its outstanding financial services, but also the 
role in promoting the well-being of the agriculture 
society in Republic of Korea. 


It has also been recognized as the most advanced 
cooperative financial institution around the world 
with its half-century proven track record in financial 
operations. NongHyup Bank has penetrated itself 
overseas through foreign branches in the United 
States and Vietnam, a Micro Finance Institutions in 
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Our Commitment to Cambodia 


. Contribute to local economy through supporting microfinance 
. Expand job opportunities for Cambodian citizens 
. Deliver positive impact to MFI market in Cambodia 
through our advanced financial services 
. Maximize synergy through close working relationship 
among NH affiliated corporates 
. Prosper together with local community through the spirit 
of “New Village Movement” 


Myanmar and Cambodia, and representative 
offices in China and India. 


NongHyup Finance received a license from | 
the National Bank of Cambodia on 8 August 
2018 to operate the microfinance in Cambo- | 
dia after NongHyup Bank had acquired 100% 
shares from SAMIC Pic. It is currently operat- 

ing in Phnom Penh and 8 provinces of 


Kandal, Kampong Speu, Takeo, Kampot, i 
= a 


Kep, Preah Sihanouk, Siem Reap and |. 
Kampong Thom. These operating areas are §§ 
expected to grow in the future. Fe 
On behalf of shareholders and NongHyup #* if 
Finance, we would like to take this opportuni- - 
ty to thank NBC for its proactive support and | if] 
for developing a regulatory framework condu- |e 
cive to offer more and better services to low ' 
income households in rural areas. 


THE NATL 


#C57-61, St. Cheerfulness Sangkat Tuek Thla, Khan Saensokh, Phnom Penh, Cambodia. Tel: 023 998 226 | 023 996 023. 
Website: www.nhfinance.com.kh | E-mail: info@nhfinance.com.kh | Facebook: NongHyup Finance Cambodia 
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Heartiest Congratulations 
to the National Bank of Cambodia 
on the 40% Anniversary 


Supplement 


Sangeetha Amarthalingam 
nith.othman@khmertimeskh.com 


Being one of Cambodia’s pioneer 
investors, Cambodian Public Bank 
Plc or Campu Bank as it is known, 
moors its strength on the experience 
built over 27 years. 

“We have grown with the 
country through its up and downs, 
and gained people’s trust in us 
because we are here for long term. 
Our customer base is huge and 
varied due to the relationship we 
forged with them,” said Datuk Phan 
Ying Tong, regional head of Public 
Bank’s Indo-China operations. 

The commercial bank received 
sound advice and support from the 
National Bank of Cambodia, and 
human resource and technical 
support since the establishment of 
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its first branch in 1992. 

“if there are uncertainties on 
the launch of new products and 
services, the bank would initiate 
consultation with the central bank 
for advice and clarity on its imple- 
mentation,” he said. 

In fact, the bank also received 
strong support from its parent 
company, Bursa Malaysia-listed 
Public Bank Berhad in terms of 
knowledge transfer and technical 
support during the rollout of its infor- 
mation technology system as well 
as to ensure that strong governance 
and controls are in place. 


Cooperation with NBC 
NBC has been cooperative in 


the implementation of the bank’s 
products and services such as the 


Growing 


launch of its WeChat Pay at Campu 
Bank e-POS terminals to meet the 
demand of Chinese tourists. 

“With the effective implementa- 
tion of new policies, prakas and 
regulations by NBC from time to 
time, the launch of new products 
and services including digital initia- 
tives is made more effective and 
efficient,” Datuk Phan said. 

In fact, the bank is on track to 
launch AliPay merchant service by 
end of the year to provide more 
options for the Chinese tourists 
when they make their purchases 
through our merchants. 

“All new products and services 
introduced by the bank have gone 
through stringent risk assessments 
by three independent parties, 
namely internal audit, risk manage- 
ment and compliance department,” 


he pointed out. 
Stringent but sound 


Campu Bank conducts a 
thorough review of all policies, 
prakas, procedures and regulations 
which are relevant to the bank as it 
is committed to ensure full compli- 
ance of rules and regulations that 
are set by the regulator and author- 
ities including the Ministry of 
Commerce and Ministry of Economy 
and Finance. 

Datuk Phan said although the 
prakas on credit risk rating is widely 
seen as more stringent, it augus well 
in the long-term as foreign investors 
would be more confident to invest 
in Cambodia due to the strong 
stability of the financial sector. 

“Overall, the new prakas on 
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credit risk rating is sound and reflec- 
tive of the Cambodia’s trajectory 
economic growth as commercial 
banks and micro-finance institutions 
are required to ensure proper clas- 
sification and provisioning of its loans 
which constituted the main assets 
of these institutions,” he added. 


Level playing field, incentives 


Over the years, NBC has cracked 
down on unlicensed credit compa- 
nies, amove Datuk Phan commends 
while hoping that the effort is inten- 
sified to ensure a level-playing field 
for everyone. 

By doing so, customers or 
borrowers are also protected if the 
industry is well regulated, he said, 
adding that NBC’s effort would help 
the lower income group. 
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From the management and staff 


CAMBODIAN PUBLIC BANK 


(A Wholly-owned Subsidiary of Public Bank Malaysia) 
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In the same vein, Datuk Phan 
suggested NBC could also consider 
incentives for banks to provide 
housing loans to lower income 
groups so that they can own a house, 
otherwise known as owner occupied 
loans. This would help the economy 
as lower income groups do not have 
to rent homes, which in turn they 
would have more spending power 
into other meaningful essential 
items and it can create a so-called 
multiplier effect. 

“So, you have developers 
building houses, people buying them 
and banks providing loans. That is 
more on the consumer part,” he said, 
referring to ways to keep the 
economy vibrant. 

Similarly on hire purchase loans, 
Datuk Phan said NBC could push for 
the initiative to build a legal 
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framework in order to protect banks 
and consumers. 

In Malaysia, banks have owner- 
ship claims where vehicles are 
financed by financial institutions, 
meaning that there is a lien on the 
registration card. 

“Therefore, customers can only 
transfer or sell their vehicles if the 
banks issue the clearance letters. 
This procedure can be considered 
to be implemented here. With a 
system like that in place here, we 
would be able to give out longer 
term loans. 


The government has done a lot 
recently to reduce the cost of 
production for the manufacturing 
sector in particular, including 
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reducing the number of public 
holidays etc. 

Cambodian economy has been 
buoyant with an average GDP 
growth of about seven percent for 
the past 10 years. Going forward and 
to sustain that pace, it could continue 
to use fiscal and monetary policies 
including long-term measures that 
help to diversify the economy 
instead of relying on a few sectors. 

Taking the experience from 
Malaysia, Singapore, Thailand and 
Hong Kong, he said various industrial 
sectors have evolved according to 
global demands and local conditions. 

Seeing that Cambodia could 
potentially lose its Everything But 
Arms (EBA) status, which the current 
manufacturing sector is labour inten- 
sive, the sector especially should 
expedite the evolution process into 


wider range and more tech- 
nical-based industries such 
as electrical and elec- 
tronics. 

“To tackle this 
problem, we have to 
make sure the human 
resource is ready for 
it. Some incentives 
for investors could 
expedite the 
process. This 
includes setting 
up more voca- 
tional and technical 
school. The work- 
forcehastobereadyfor @ 
that. 

“The economy will 
continue to grow with or 
without EBA” Datuk Phan 
added. 


SS) ASA TSAI HS (i2UU21) ADA 
4226 AZON SPECIALIZED BANK (CAMBODIA) PLC. 


@www.aeon.com.kh 
Cf) www.facebook.com/aeonbank.kh 
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And Banking Will Never Be The Same Again! 


CONGRATULATIONS 


Ke 
THE NATIONAL BANK OF CAMBODIA 
ON ITS 40 ANNIVERSARY OF THE RE-ESTABLISHMENT. 


Supplement 


40™ ANNIVERSARY OF NBC 


Thursday October 10, 2019 » www.khmertimeskh.com 


Driving a riel economy 


New push for retailers to use local currency, not dollars 


Sangeetha Amarthalingam 


sangeetha.amarthalingam@khmertimeskh.com 


Up until the first quarter of this 
year, Cambodia’s riel made up 
just 10 percent of the Kingdom’s 
gross domestic product (GDP). 

The ongoing promotion to 
encourage its widespread use 
began some years ago when 
retailers were asked to increase 
transactions in riel and tag their 
products in the local currency. 
The most recent push by the 
National Bank of Cambodia 
(NBC) was the compulsory 
implementation of a 10 percent 
loan portfolio in riel by banks. 

The government recog- 
nised the need to increase the 
circulation of the riel not only 
to ensure a sustainable 
economy but also to create a 
sense of national pride and 
sovereignty. 

In March this year, NBC 
Director-General Chea Serey 
said whatever the status of the 
use of the riel was, the move 
to populate the economy with 
the local currency is timely 
because the world order is 
changing and developing 
quickly. “We don’t know what 
would happen [but] the global 
market has been changing. So 
is global politics. This is some- 
thing that the banks should be 
aware of and take pre-emptive 
action about so that it is not too 
late, causing them to panic,” 
Serey said. 

So far the good economic 
performance of the country has 
demonstrated that “dollarisa- 
tion” is not an obstacle to the 
growth and development of the 
financial sector, said Japan 
International Cooperation 
Agency (JICA) in a 2017 study 
on the policy implications of 
dollarisation. But it warns that 
dollarisation could expose the 
country to risks, making the 
economy vulnerable to external 
and internal shocks alike. Back 
in 2011, a study “Dollarisation 
in Cambodia: Causes and Policy 
Implications” by the 
International Monetary Fund 
(IMF) said that although the riel 
has risen in volume over the 
years, dollar inflows have been 
larger. “Banking system riel 


360 40" Anniversary of NBC 


deposits have grown four-fold 
since the mid-2000s, indicating 
that the rise in dollarisation over 
the past decade has not neces- 
sarily come about through a 
substitution of riel for dollars 
but through dollar inflows,” said 
its author, Nombulelo Duma. 
JICA said dollarisation is 
heavily prevalent in developing 
countries in which financial 
systems are still immature. 
Titled “Financial Dollari-sation: 
Evidence from a Survey on 
Branches of Cambodian 
Financial Institutions”, the 2017 
study found that while dollarisa- 
tion is sometimes a conse- 
quence of a weak financial 
system and lack of trust in local 
currency and governments, it 
undermines the monetary 
policy of a central bank in a 
country. In any case—although 
dollarisation has pros and cons 
for the Cambodian economy 
— de-dollarisation might also 
have some disadvantages. 


Journey of the currency 


The riel was first issued 
during Cambodia’s indepen- 
dence in 1954 but its use 
stopped briefly in 1975 when 
Pol Pot’s Khmer Rouge regime 
reigned until 1979. The central 
bank was then re-established 
and the riel was reintroduced 
on March 20, 1979. 

A re-print of the currency 
was made on March 20, 1979, 
surviving for nearly two decades 
before it was devalued in the 
late 1990s as US dollars started 
to flood the market. 

The slow insurgence of the 
US dollar began in the mid- 
1980s as the United Nations 
dispatched humanitarian and 
emergency aid. It was a time 
when international nongovern- 
mental organisations were 
allowed to operate in 
Cambodia. 

JICA said from 1989 
Cambodia started to seek a 
two-tier banking system, which 
was a gradual reform to 
separate commercial banking 
functions from the NBC. 

However, the lack of confi- 
dence in the local currency, 
hyperinflation and massive 


Cy 


: aO~ 
exchange rate devaluation of 
the riel against the dollar from 
1988 to 1991 occurred and 
discouraged the public from 
holding their riel-denominated 
assets. 


Two parallel worlds 


The IMF study found that 
Cambodia has two parallel 
worlds. One is the urban 
economy which is mostly 
dollar-based, benefiting from 
the garment, tourism, foreign 
direct investment and foreign 
aid. The other is the rural 
economy that is largely agricul- 
tural and riel-based. 

This is stressed in a policy 
implications study published by 
JICA in 2017 that states the 
degree of dollarisation in the 
activities of an enterprise is not 
necessarily dependent on its 
size: Other factors such as 
geographic spread and sources 
of incomes and borrowings are 
also important. 

“In other words, there is 
no clear trend in the use of 
foreign currency with regard to 
enterprise size. Most enter- 
prises and, in particular the 
foreign ones, declare the use 
of US dollars as an essential part 
of their activities,” the study 
states. Enterprises say they 
receive revenues in dollars and 
pay in dollars, except for tax 
payments, and largely borrow 
in US dollars. For some enter- 
prises, mostly in the retail trade 
sector, the riel is the main 
currency used in their financial 
operations. JICA observed that 
some large enterprises in the 
agro-industrial and utilities 
sectors, use multiple currencies 
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including large rice millers that 
pay farmers or middlemen in 
riel or to a lesser extent 
Thailand’s baht to retailers, but 
pay workers in riel. 

State-owned enterprises 
that provide utilities, such as 
water and electricity, receive 
their income totally in riel but 
convert the local currency to 
dollars to pay their suppliers. 

“These currency 
mismatches potentially expose 
them to exchange rate losses 
and risk,” JICA said. 


Money mismatch 


Firms can be exposed to 
currency mismatch risks 
between revenues and borrow- 
ings and between revenues and 
expenditures. This can be a 
result of borrowings in US 
dollars although enterprises use 
local currencies in their opera- 
tions. In a joint study titled 
“Dollarisation and enterprise’s 
behaviours: The case of 
Cambodia” in 2017, JICA and 
the NBC examined the percep- 
tion of managers of enterprises 
regarding expectations of 
exchange rate changes, behav- 
iours and government policy 
relating to currency. It found 
that not only loans but 
revenues, expenditures and 
price quotations are highly 
dollarised in Cambodian firms. 

“A lot of firms had either a 
surplus or shortage of foreign 
currency, meaning that they 
have to convert currency to 
meet different currency compo- 
sitions between revenues and 
expenditures,” the study said. 
The study warns that enter- 
prises that do not prepare for 


de-dollarisation might face 
damage to their operations. 
Thus, some policy measures, 
including the introduction of 
hedging instruments should be 
in place before the implemen- 
tation of de-dollarisation. 


Riel confidence 


The NBC should preserve 
the purchasing power of the 
riel by keeping inflation at a 
manageable level and the riel 
should not be largely depreci- 
ated, JICA said. 

“So far, the stability of the 
exchange rate between the riel 
and US dollar has been serving 
as an anchor of price stability. 
It has promoted public confi- 
dence in the riel,” it added. 

However, in the medium- 
to-long term, a more flexible 
exchange rate in accordance 
with economic fundamentals 
and, in particular, a bias towards 
riel appreciation, seems appro- 
priate. JICA suggested that infla- 
tion targeting would be a good 
option in the development of 
a future monetary regime that 
can maintain price stability. 
“Notwithstanding the need for 
flexibility, the stability of the 
exchange rate should be main- 
tained until confidence in the 
riel is strong enough. Then the 
exchange rate could be allowed 
to float in a gradual and careful 
manner,” JICA added. 


Reserve requirement rate 


There should be increased 
price quotations, payment of 
goods and services and salaries 
in riel, with the latter reducing 
the risk of households suffering 
losses in exchange operations. 

Payment systems, which 
promote the greater use of riel, 
should be increased while also 
reducing cash-based transac- 
tions. Banks should enable a 
variety of riel notes, denomina- 
tion-wise, in automated teller 
machines (ATMs). 

The NBC contends that in 
the context of a highly dollar- 
ised economy, the effective 
conduct of monetary policy is 
constrained and the central 
bank loses its ability to act as 


the lender of last resort. Given 
that, NBC developed monetary 
policy instruments to achieve 
price stability by setting a 
reserve requirement rate and 
conducting foreign exchange 
intervention. In this middle of 
this, JICA advised that a foreign 
exchange market should be 
further developed towards a 
wholesome and formal market 
in which banks play a central 
role in responding to the 
demand for riel and to effi- 
ciently absorb foreign currency 
inflows to the economy. 

In 2016, the NBC intro- 
duced the liquidity-providing 
collateralised operation (LPCO) 
aimed at establishing a bench- 
mark rate for riel borrowings 
for the market. It followed the 
implementation of the nego- 
tiable certificates of deposit, a 
short-term interest bearing 
debt issued by the NBC to 
promote interbank lending that 
can also be used as collateral in 
interbank transactions. In short, 
the LPCO is seen as a tool to 
increase riel liquidity in the 
market. When the government 
requires sustainable financing 
in the future, it should seek 
options for long-term debt 
financing from domestic 
sources, such as issuing govern- 
ment bonds in riel to finance 
investment plans. 


Foreign debt dependence 


The domestic debt- 
financing plan would contribute 
to reducing dependence on 
foreign debt and currencies and 
lessen the risks associated with 
exchange rate fluctuations. 

“If all revenue collection 
and payments for consumption 
and investments are in riel, the 
government would raise the 
currency’s demand and supply 
in the economy,” it says. 

“Perhaps, the government 
can look into imposing taxes on 
revenues, profit and any other 
form of tax on operations in riel 
at a lower rate than the opera- 
tions carried out in foreign 
currencies to provide incentives 
for economic agents to conduct 
their operations in riel,” says 
JICA. 4 
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© J Trust Royal Bank 


CONGRATULATIONS TO 
THE NATIONAL BANK 
OF CAMBODIA ON THE 


4a See VERSARY 


OF ITS RE-ESTABLISHMENT 
The Management and Staff of J Trust Royal Bank would like to extend our warmest 
wishes to The National Bank of Cambodia on the occasion of its 40th Anniversary. 
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Anniversary - 
of the Re-establishment of 
the National Bank of Cambodia 


The Management and Staff of CIMB Bank PLC would like to extend our warmest 
congratulations to the National Bank of Cambodia on its 40" Anniversary. 


We would like to express our sincerest appreciation and tremendous gratitude to 
the National Bank of Cambodia for its kind, continuous support and guidance. 
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Achieve More 
with Khmer Riel 


CIMB Bank is Cambodia’s leading international bank. 


Our large spectrum in Khmer Riel banking services is tailored 
to suit your banking needs with better interest rates and faster process. 


® KHR Term Loan ® KHR Home Loan 

® KHR Overdraft ® KHR Home Investment Loan 
® KHR Savings Account ® KHR Home Equity Loan 

® KHR Fixed Deposit Account ® KHR Personal Loan 

® KHR Current Account Preferred ® KHR Auto Loan 


® KHR Current Account Bearing Interest 


\i 


023 988 388 | www.cimbbank.com.kh 
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